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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Pirolli, James G.
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OATH OR AFFIRMATION

L, Brian Platnick , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Bedrock Trading Ltd. , as

of _ December 31 ,20 07 | are true and correct. 1 further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

" OFFICIAL SEAL ‘
COLEEN J BANNON » Signature
:; C)(J"Q,._,I )D-\!'}"cf-—
" Title

[ / Notary Public

This report ** contains {(check all applicable boxes): .

B3 (a) Facing Page.

[} (b) Statement of Financial Condition.

[¥ (c) Statement of Income (Loss).

3 (d) Statement of Changes in Financial Condition.

[d (¢) Statement of Changes in Stockholders® Equity or Partners® or Sole Proprietors’ Capital.

O (fH Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

i} A Rceconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

X (0) Independant Auditor's Report an Intermal Accounting Ocntral Structire ired by SEC Rule 1745

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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JAMES G. PIROLLI

CERTIFIED PUBLIC ACCOUNTANT

TEL {2151364-8016 207 BUCK ROAD + SUITE 1C
FAX (215)1364-6381 HOLLAND, PENNSYLVANIA 18966

INDEPENDENT AUDITOR’S REPORT

To the Partners
Bedrock Trading, Ltd.
Philadelphia, Pennsylvania

I have audited the accompanying statement of financial condition of Bedrock Trading, Ltd. (a
Pennsylvania Partnership) as of December 31, 2007, and the related statements of operations and
partners’ capital and cash flows for the year then ended that you are filing pursuant to rule 17a-5
under the Securities and Exchange Act of 1934. These financial statements are the responsibility of
the Company's management. My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. [ believe
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Bedrock Trading, Ltd. as of December 31, 2007, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

My audit was made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedules I and II is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in my audit of the basic financial statements and, in my
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

February 26, 2008
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BEDROCK TRADING, LTD.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007

ASSETS

Funds held in clearing accounts
Securities owned, at market

Equities

Options
Interest, dividends and other receivables
Investment in Philadelphia Stock Exchange, at cost
JBO Investment

LIABILITIES AND PARTNERS’ CAPITAL

Accounts payable and accrued expenses
Securities sold, not yet purchased, at market
Equities
Options
Due to traders

Total liabilities

Partners’ Capital

$191,576,667
58,722,826
2,205,365
1,193,296

50,000
60,000

$253,808,154

$ 63,826
135,227,538
111,942,092

1,616,734
248,850,190

4,957,964

$253,808,154

The accompanying notes are an integral part of these financial statements.
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BEDROCK TRADING, LTD.

STATEMENT OF OPERATIONS AND PARTNERS’ CAPITAL

FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE
Income (loss) from trading activities
Interest and dividend income
Other income
Total revenue

EXPENSES
Regulatory fees and exchange seat expense
Clearing and brokerage expense
Other operating expenses
Commissions and other compensation
Total expenses
Net income
PARTNERS’ CAPITAL, beginning of year
CAPITAL CONTRIBUTIONS BY PARTNER
WITHDRAWALS BY PARTNERS

PARTNERS’ CAPITAL, end of year

$(1,965,771)
5,642,748

1,776

3.678.753

135,092
024,228
160,580
488,758
1,708,658
1,970,095
4,615,869
110,000

(1.738.000)
$.4.957,064

The accompanying notes are an integral part of these financial statements.
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BEDROCK TRADING, LTD.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $1,970,095
Adjustments to reconcile net income
to cash provided by operating activities:
(Increase) decrease in
Securities owned

Equities 69,290,558
Options 120,580,862
Funds held in accounts with clearing broker (29,066,262)
Interest, dividends and other receivables (1,193,296)
Increase (decrease) in
Accounts payable and accrued expenses 38,826
Securities sold, not yet purchased
Equities (265,152,818)
Options 104,981,429
Due to traders 238.606
Cash provided by operating activities 1.688.000

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in JBO (60,000}
Cash used by investment activities (60,000}
CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions by partners 110,000
Distributions to partners 1.738.000)
Cash used by financing activities {1.628.000)

Increase in cash -
Cash at beginning of year -

Cash at end of year 5__ -

The accompanying notes are an integral part of these financial statements.
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BEDROCK TRADING, LTD.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization
Bedrock Trading, Ltd. (the "Company") was formed as a partnership in the Commonwealth

of Pennsylvania in August 1991 and began business operations in August 1991. The
Company conducts investment activities on a proprietary basis and conducts business as a
member of the Philadelphia Stock Exchange and as an off-floor trader.

Significant Accounting Policies

Cash

For purposes of the statement of cash flows, the Company includes as cash, amounts on
deposit at banks. The Company considers all highly liquid debt instruments purchased with
an original maturity of three months or less to be cash equivalents. There were no cash
equivalents at December 31, 2007.

Recognition of Revenue
Securities transactions and expenses are recorded on a trade date basis. Securities are valued
at market value.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements. Estimates also affect the reported amounts of revenues and expenses
during the reported period. Actual results could differ from those estimates.

Income Taxes
The Company is a partnership and, accordingly, for federal and state income tax purposes,

taxable income of the Company is passed through to the partners and reported on their
individual income tax returns.



BEDROCK TRADING, LTD.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2007

@

Financial Instruments

Derivative financial instruments used for trading purposes, including economic hedges of
trading instruments, are carried at market value or, if market prices are not readily available,
fair value. Market values for exchange-traded derivatives, principally futures and certain
options, are based on quoted market prices. Fair values for over-the-counter derivative
financial instruments, principally forwards, options, and swaps, are based on pricing models
intended to approximate the amounts that would be received from or paid to a third party in
settlement of the contracts. Factors taken into consideration in estimating fair value of OTC
derivatives include credit spreads, market liquidity, concentrations, and funding and
administrative costs incurred over the life of the instruments.

Derivatives used for economic hedging purposes include swaps, forwards, futures, and
purchased options. Unrealized gains or losses on these derivative contracts are recognized
currently in the statement of income as trading revenues. The Company does not apply
hedge accounting as defined in FASB Statement No. 133, Accounting for Derivative
Instruments and Hedging Activities, as amended, as all financial instruments are marked to
market with changes in fair values reflected in eamings. Therefore, the disclosures required
in paragraphs 44 and 45 of the statement are generally not applicable with respect to these
financial instruments.

Fair values of forwards, swaps, and options contracts are recorded in securities owned or
securities sold, not yet purchased, as appropriate. Open equity in futures transactions are
recorded as receivables from and payable to broker-dealers and clearing organizations or
customers, as applicable.

Premiums and unrealized gains and losses for written and purchased option contracts, as well
as unrealized gains and losses on interest rate swaps, are recognized gross in the consolidated
statement of financial condition. The unrealized gains for delayed-delivery, to-be-announced
{TBA), and when-issued securities generally are recorded in the consolidated statement of
financial condition net of unrealized losses by counterparty where master netting agreements
are in place.

CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading activities in which counterparties primarily
include broker-dealers, banks, and other financial institutions. In the event that counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the creditworthiness of the counterparty or issuer of the instrument. It is the
Company's policy to review, as necessary, the credit standing of each counterparty.

-6-



BEDROCK TRADING, LTD.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2007

3

@

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15c 3-1) which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital both as defined, shall not
exceed 15 to 1. Minimum "net capital" must be at least $100,000. At December 31, 2007, the
Company had net capital of $4,571,741, which was $4,471,741 in excess of its required net
capital of $100,000. The Company’s net capital ratio was .31 to 1.

SPECIAL ACCOUNT FOR EXCLUSIVE BENEFIT OF CUSTOMERS

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and Exchange
Act of 1934 and therefore, among other things, is not required to maintain a "Special Reserve
Bank Account for the Exclusive Benefit of Customers," since it meets the requirement of
Rule 15¢3-3(k)(2)(a) and does not carry security accounts for customers or perform custodial
functions relating to customer securities.




Schedule 1

BEDROCK TRADING, LTD
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2007

NET CAPITAL
Total partners’ capital qualified for net capital $4,957,964
Deductions and/or charges:
Non-allowable assets:

JBO Investment $60,000
Investment in Philadelphia Stock Exchange 50,000

Total nonallowable assets (110,000}
Net capital before haircut 4,847,964
Haircut on equities 276,223
Net Capital $4,571,741
AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Accounts payable and accrued expenses $ 63,826
Amounts due to traders, not a direct claim
against funds held in clearing accounts 1,371,532
$1.435.358
-8-




Schedule I (Continued)

BEDROCK TRADING, LTD.
COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2007

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Minimum net capital required or $100,000 if greater $100,000

Excess net capital at 1500% $4,471,741
Excess net capital at 1000% $4,428.205
Ratio: aggregate indebtedness to net capital _Jltol

RECONCILIATION WITH COMPANY'S COMPUTATION
(Included in Part IIA of Form X-17A-5 as of December 31, 2007)

Net capital, as reported in company's

Part IIA (Unaudited) FOCUS Report $5,032,895

Net audit adjustments 461.154

Net capital as reported herein $4,571,74]
9.



Schedule 11

BEDROCK TRADING, LTD
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31, 2007

Bedrock Trading, LTD. claims an exemption from Rule 15¢3-3 based on Section 15¢3-3 (k)}(2)(ii)
who, as a broker or dealer who conducts business solely on a proprietary basis, does not receive or
hold customers' funds and securities. Bedrock Trading, Ltd clears all of its trading activities through
Fortis Clearing Americas, LLC and PAX, a division of MLPCC.

INFORMATION RELATING TO POSSESSION
OR CONTROL REQUIREMENTS
UNDER RULE 15c3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31, 2007

Bedrock Trading, Ltd. claims an exemption from Rule 15¢3-3 based on Section 15¢3-3(k)(2)(i1)
who, as a broker or dealer who conducts business solely on a proprietary basis, does not receive or
hold customer funds and securities.

-10-




JAMES G. PIROLLI

CERTIFIED PUBLIC ACCOUNTANT

TEL (2151364-8016 207 BUCK ROAD + SUITE iC
FAX {2151364-6381 HOLLAND, PENNSYLVANIA 18966

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

STRUCTURE REQUIRED BY SEC RULE 174-5

To the Partners
Bedrock Trading, Ltd.
Philadelphia, Pennsylvania

In planning and performing my audit of the financial statements of Bedrock Trading, Ltd. for the year
ended December 31, 2007, I considered its internal control, including control activities for
safeguarding securities, in order to determine my auditing procedures for the purposes of expressing
my opinion on the financial statements and not to provide assurance on internal control.

Also, as required by rule 17-a-5(g)(1) of the Securities and Exchange Commission (SEC), | have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that I considered relevant to the objectives stated in the rule 17-a-5(g) in the
following, as applicable:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and the reserve required by rule 15d3-3(e).

2. Making the quarterly securities examinations, counts, verifications, and comparisons and the
recordation of difference required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of the
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

4. Obtaining and maintaining physical possession or control of the all fully paid and excess
margin securities of customers as required by rule 15c3-3.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph and to
assess whether those practices and procedures can be expected to achieve the SEC’s above
mentioned objectives. Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition, and
that transactions are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
-11-




Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate. My consideration of internal
control would not necessarily disclose all matters in internal control that might be material
weaknesses under standards established by the American Institute of Certified Public Accountants.
A material weakness is a condition in which the design or operation of the specific internal control
components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, [ noted no matters involving internal control, including control activities for safeguarding
securities, that I consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purpose in accordance with
the Securities and Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for
such purposes. Based on this understanding and on my study, [ believe that the Company’s practices
and procedures were adequate at December 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the information and use of the partners, management, the Securities
and Exchange Commission, the Philadelphia Stock Exchange, and other regulatory agencies which
rely on Rule 17-a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than these

specified parties.

February 26, 2008
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